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OATH OR AFFIRMATION

Robert Auditore swear or affirm that to the best of my knowledge and belief the accompanying financial

statements and supporting schedules pertaining to the firm of Bay Colony Securities Co. Inc as of December 31

2012 are true and correct further swear or affirm that neither the company nor any partner proprietor

principal officer or director has any proprietary interest in any account classified solely as that of customer

except as follows

Notary Public

Signature

/4rtvi
Title

IhIi.report contains check all applicable boxes

Facing page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or control Requirements under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-1 and the Computation for

Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of consolidation

An Oath or Affirmation

mA copy
of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7d-5 e3



Harvey KarlCPA PC

41 Middle Street

Newburyport Massachusetts 01950

978465-9512 Fax 978 462-9043

Report on Internal Control Required By SEC Rule 17a-5 for Broker-Dealer claiming an exemption

From SEC Rule 15c3-3

Board of Directors

Bay Colony Securities Co Inc

Easton MA

In planning and performing my audit of the financial statements of Bay Colony Securities Co Inc for the year

ended December 31 2012 considered its internal control including control activities for safeguarding

securities in order to determine my auditing procedures for the purpose of expressing my opinion on the

financial statements and not to provide assurance on the internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC have made

study of the practices and procedures followed by the Company including tests of such practices and procedures

that considered relevant to the objectives stated in Rule 17a-5g in making the periodic computations of

aggregate indebtedness or aggregate debts and net capital under Rule 17a-3a11 and for determining

compliance with the exemptive provisions of Rule 15c3-3 Because the Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities did not review the

practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation of

differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal Reserve

Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates and

judgments by management are required to assess the expected benefits and related costs of controls and of the

practices and procedures referred to in the preceding paragraph and to assess whether those practices and

procedures can be expected to achieve the SECs above-mentioned objectives Two of the objectives of internal

control and the practices and procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss from unauthorized use or

disposition and that transactions are executed in accordance with managements authorization and recorded

properly to permit preparation of financial statements in conformity with generally accepted accounting

principles Rule 7a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraph

Because of inherent limitations in any internal control or the practices and procedures referred to above errors

or fraud may occur and not be detected Also projection of any evaluation of them to future periods is subject

to the risk that they may become inadequate because of changes in conditions or that the effectiveness of their

design and operation may deteriorate



control deficiency exists when the design or operation of control does not allow management or employees

in the normal course of performing their assigned functions to prevent or detect misstatements on timely

basis significant deficiency is control deficiency or combination of control deficiencies that adversely

affects the entitys ability to initiate authorize record process or report fmancial data reliably in accordance

with generally accepted accounting principles such that there is more than remote likelihood that

misstatement of the entitys financial statements that is more than inconsequential will not be prevented or

detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in more

than remote likelihood that material misstatement of the financial statements will not be prevented or

detected by the entitys internal control

My consideration of internal control was for the limited purpose described in the first and second paragraphs

and would not necessarily identify all deficiencies in internal control that might be material weaknesses did

not identify any deficiencies in internal control and control activities for safeguarding securities that consider

to be material weaknesses as defined above

understand that practices and procedures that accomplish the objectives referred to in the second paragraph of

this report are considered by the SEC to be adequate for its purposes in accordance with the Securities

Exchange Act of 1934 and related regulations and that practices and procedures that do not accomplish such

objectives in all material respects indicate material inadequacy for such purposes Based on this

understanding and on my study believe that the Companys practices and procedures were adequate at

December 31 2012 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors Management the SEC
Designated self-regulatory organization and other regulatory agencies that rely on Rule 17a-5g under the

Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not intended to be

and should not be used by anyone other than these specified parties

Harvey Karil CPA P.C

Newburyport MA
February 12 2013
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Harvey Karl CPA PC

41 Middle Street

Newburyport Massachusetts 01950

978465-9512 Fax 978 462-9043

Board of Directors

Bay Colony Securities Co Inc

Easton MA

have audited the accompanying statement of financial condition of Bay Colony Securities Co Inc as of

December 31 2012 and the related statements of income changes in stockholders equity and cash flows for

the year then ended that are filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and the

related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance

with accounting principles generally accepted in the United States of America this includes the design

implementation and maintenance of internal control relevant to the preparation and fair presentation of

financial statements that are free from material misstatement whether due to fraud or error

Auditors Responsibility

My responsibility is to express an opinion on these financial statements based on my audit conducted my
audit in accordance with auditing standards generally accepted in the United States of America Those

standards require that plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statements The procedures selected depend on the auditors judgment including the assessment of

the risks of material misstatement of the financial statements whether due to fraud or error In making those

risk assessments the auditor considers internal control relevant to the companys preparation and fair

presentation of the financial statements in order to design audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the companys
internal control Accordingly express no such opinion An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of significant accounting estimates made

by management as well as evaluating the overall presentation of the financial statements

believe that the audit evidence have obtained is sufficient and appropriate to provide basis for my audit

opinion



Opinion

In my opinion the financial statements referred to above present fairly in all material respects the financial

position of Bay Colony Securities Co Inc as of December 31 2012 and the results of their operations and

their cash flows for the year then ended in accordance with accounting principles generally accepted in the

United States of America

Report on Other Legal and Regulatory Requirements

My audit was conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The information contained in Schedules and II are presented for purposes of additional analysis and is

not required part of the basic financial statements but is supplementaiy information required by Rule 7a-5

under the Securities Exchange Act of 1934 Such information is the responsibility of management and was

derived from and relates directly to the underlying accounting and other records used to prepare the financial

statements The information in Schedules and II has been subjected to the auditing procedures applied in the

audit of the financial statements and certain additional procedures including comparing and reconciling such

information directly to the underlying accounting and other records used to prepare the financial statements or

to the financial statements themselves and other additional procedures in accordance with auditing standards

generally accepted in the United States of America In my opinion the information Schedules and II is fairly

stated in all material respects in relation to the financial statements taken as whole

74e LJ/-
Harvey Karl CPA PC

Newburyport MA

Date February 12 2013
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Bay Colony Securities Co Inc

Statement of Financial Condition

December 31 2012

Assets

Cash and cash equivalents

Cash restricted

Commission receivable

FINRA receivable

Furniture and equipment at cost less accumulated

depreciation of $16940

Liabilies

Commissions payable accrued expenses

Stockholders Equity

Common stock $1 par value authorized issued and

outstanding 1000 shares

Additional paid-in capital

Accumulated deficit

1000

164985

155381

See accompanying notes and independent accountants
report
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583

15001

2116

2020

Liabilities and Stockholders Equity

19720

9116

10604

19720



Bay Colony Securities Co Inc

Statements of Income

For The Year Ended December 31 2012

Revenues

Commissions income

Other income

267942

90342

358284

Expenses

Commissions

Clearing and execution costs

Regulatory expenses

Other expenses

Net Income Loss before income taxes

Provision for income taxes

Net Income Loss

See accompanying notes and independent accountants report

290860

856

30321

40852

362889

4605

1455

6060
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Bay Colony Securities Co Inc

Statement of Changes in Stockholders Equity

December 31 2012

Additional

Common Stock Paid-in Accumulated

Shares Amount Capital Deficit Total

Balance beginning of year 1000 1000 214985 149320 66665

Net income loss 6060 6060

Reduction in paid in capital __________ __________ 50000 ___________ 50000

Balance end of year 1000 1000 $164985 155380 10605

See accompanying notes and independent accountants audit report
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Bay Colony Securities Co Inc

Statements of Cash Flows

For The Twelve Months Ended December 31 2012

Year to Date

Cash Provided from Operations

Net Income

Adjustments

Add

Marketable securities

Commissionsreceivable

Due to affiliate

Prepaid insurance

Accrued expenses

Less

Due from FINRA

Accrued commissions

Cash from Operations

Cash Flows Invested

Investing Cash Flows

Cash Flows Financing

Additional paid in capital

Financing Cash Flows

Cash Increase Decrease

Cash Beginning of Year

Cash checking

Cash Mesirow

Total beginning of year

Cash on Statement Date

113

74921

50000

3356

7000

2020
81839

50000

5046

68

See accompanying notes and independent accountants report
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6062

45469

50000

4531

5114

583



Bay Colony Securities Co Inc

Notes to Financial Statements

Year Ended December 312012

NATURE OF BUSINESS

The Company was incorporated under the laws of the Commonwealth of Massachusetts on November
1996 The Company primarily sells financial products mostly mutual funds and variable life insurance to

institutional investors The Company is registered with the Securities and Exchange Commission SEC
and the Financial Industry Regulatory Authority FINRA The Company receives commissions and trail

fees from the sales of the financial products

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Income Taxes

The amount of current and deferred taxes payable or refundable is recognized as of the date of the financial

statements utilizing currently enacted tax laws and rates Deferred tax expenses or benefits are recognized

in the financial statements for the changes in deferred tax liabilities or assets between years

The Company recognizes and measures its unrecognized tax benefits in accordance with FASB ASC 740
Income Taxes Under that guidance the Company assesses the likelihood based on their technical merit

that tax positions will be sustained upon examination based on the facts circumstances and information

available at the end of each period The measurement of unrecognized tax benefits is adjusted when new

information is available or when an event occurs that requires change

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires

management to make estimates and assumptions that affect the reported amount of assets and liabilities as of

the date of the financial statements and the reported amounts of revenue and expenses during the reporting

period Actual results could differ from those estimates

Revenue and Cost Recognition

Customers securities transactions are recorded on settlement date basis with related commission income

and expenses recorded on trade date basis Income from variable life insurance products is recorded on

the policy date

Concentration of Credit Risk

The Company maintains its cash in bank deposit accounts which at times may exceed federally insured

limits Accounts are guaranteed by the Federal Deposit Insurance Corporation FDIC up to $250000

At December 31 2012 the Company had nothing in excess of FDIC insured limits The Company has not

experienced any losses in such accounts

See accompanying notes and independent accountants report
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Bay Colony Securities Co Inc

Notes to Financial Statements

Year Ended December 31 2012

Depreciation

The fixed assets of the Company are recorded at cost Depreciation is recorded on the straight-line basis over the

estimated useful life of the related assets Routine repairs and maintenance are expensed as incurred The

estimated useful lives of the Companys assets are as follows

Office equipment years

Depreciation expense for the fourteen month period ended December 31 2012 is $0

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include all cash balances and highly liquid investments with an initial maturity of three

months or less

FAIR VALUE OF FINANCIAL STATEMENTS

The Companys financial statements are cash and cash equivalents The recorded values of cash and cash

equivalents approximate their fair values based on their short-term nature

CASH FLOWS

Cash paid for Interest and Income Taxes is as follows

Interest

Income Taxes 1.455

NET CAPITAL

As broker/dealer the company is subject to the Securities and Exchange Commissions regulations and

operating guidelines which require the Company to maintain specified amount of net capital as defined and

ratio of aggregate indebtedness to net capital as derived not exceeding 15 to The Companys net capital

computed under 15c3-1 was $8584 at December 31 2012 which exceed required net capital of $5000 by
$3584 The ratio of aggregate indebtedness to net capital at December 31 2012 was 1.06 to 1.0

See accompanying notes and independent accountants report
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Bay Colony Securities Co Inc

Notes to Financial Statements

Year Ended December 31 2012

RELATED PARTY TRANSACTIONS

An affiliate company Bay Colony Partners LLC pays rent on the office the Company shares with the affiliate

company

Approximately $90000 of Other Income represents Management Fees charged to the affiliate Bay Colony

Partners LLC

The Company and its affiliate Bay Colony Partners LLC are under common control and the existence of this

control could result in operating results or financial position of the entity significantly different from those that

would have been obtained if the entities were autonomous

ADVERTISING

The companys policy is to expense the cost of advertising as it is incurred Advertising for the year ended

December 31 2012 is $0

CLEARING AGREEMENT AND RESTRICTED CASH

The Company has entered into one year clearing agreement with RBC Correspondence Services whereby the

Company executes all customer trades through RBC Net commissions earned are credited to an account in the

Companys name at RBC The agreement will be automatically extended for one year periods unless terminated

by third party notice by either party Under this agreement the Company is required to keep minimum balance

of $15000 As of December 31 2012 the balance was $15001

10 SUBSEQUENT EVENTS

Management has evaluated subsequent events through February 12 2013 the date on which the financial

statements were available to be issued

See accompanying notes and independent accountants report
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Bay Colony Securities Co Inc

Notes to Financial Statements

Year Ended December 31 2012

11 INCOME TAXES

The current provision for income tax expense included in the statement of income as determined in accordance

with ASC 740 Accounting for Income Taxes is as follows

Federal

State 1455

1.455

Management believes it is more likely than not that the net deferred tax assets will not be realized through taxable

income generated in future years or by off-setting deferred tax liabilities

At December 31 2012 the Company had net operating loss carryforward of $85917 that may be used to offset

future income The loss carryforward will expire as follows

Amount Year Expires

25731 10-31-2017

7201 10-31-2021

2312 10-31-2022

46068 12-31-2023

4605 12-31-2024

85.917

Deferred tax assets before

valuation allowance $12887
Less Valuation allowance 12887

Net deferred tax assets

No benefit of income taxes has been recorded due to the uncertainty of the realization of any tax assets

The Company continues to be subject to federal or state tax examinations by taxing authorities for years 2009
2010 and 2011

See accompanying notes and independent accountants report
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Bay Colony Securities Co Inc

Notes to Financial Statements

Year Ended December 31 2011

13 FAIR VALUE

The Companys financial statements are cash and cash equivalents The recorded values of cash and cash

equivalents approximate their fair values based on their short-term nature

FASB ASC 820 defmes fair value establishes framework for measuring fair value and establishes fair value

hierarchy which prioritizes the inputs to valuation techniques Fair value is the price that would be received to

sell an asset or paid to transfer liability in an orderly transaction between market participants at the

measurement date fair value measurement assumes that the transaction to sell the asset or transfer the liability

occurs in the principal market for the asset or liability or in the absence of principal market the most

advantageous market Valuation techniques that are consistent with the market income or cost approach as

specified by FASB ASC 820 are used to measure fair value

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three broad

levels

Level inputs are quoted prices unadjusted in active markets for identical assets or liabilities the

Company has the ability to access

Level inputs are inputs other than quoted prices included within level that are observable for the

asset or liability either directly or indirectly

Level are unobservable inputs for the asset or liability and rely on managements own assumptions

about the assumptions that market participants would use in pricing the asset or liability

The following table presents the Companys fair value hierarchy for those assets and liabilities measured at fair

value on recurring basis as of December 31 2012

Fair Value Measurements on Recurring Basis

As of December 31 2012

Netting and

Level Level Level Collateral Ii
Assets

Cash segregated under

federal and other

regulations 15.001 15.001

Totals 15001 15001

Liabilities

See accompanying notes and independent accountants report
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Bay Colony Securities Co Inc

Notes to Financial Statements

Year Ended December 31 2012

14 YEAR END CHANGE

The Company changed its year end from October 31 to December 31 this change was approved by FINRA

15 EXPENSE SHARING AGREEMENT

There is an expense sharing agreement between the Company and its affiliate Bay Colony Partners LLC

effective September 19 2011 whereby the affiliate will pay certain overhead expenses and 10% will be charged

to the Company The Company is responsible for all costs related to the broker dealer At December 31 2012

there was nothing payable to the affiliate

As of September 19 2011 all commissions are being paid by the affiliate Bay Colony Partners LLC

See accompanying notes and independent accountants report
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Bay Colony Securities Co Inc

Schedule

Computation of Net Capital

December 31 2012

There is no material difference between the audited net capital and the

net capital reported on the quarter ended December 31 2012 Focus Report

Total stockholders equity

Nonallowable assets

Net capital

Less Capital requirement

Excess capital

Aggregate indebtedness

10604

2020

8584

5000

3584

Ratio of aggregate indebtedness to net capital 1.06 to 1.0

9116

See accompanying notes and independent accountants report
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Schedule II

FINANCIAL AND OPERATIONAL COMBINED UNIFORN SINGLE REPORT

PART IIA

BROKER OR DEALER Bay Colony Securities Co Inc
As of 12/31/12

EXEMPTIVE PROVISION UNDER RULE 15c3-3

If an exemption from Rule 15c33 is claimed identify below the section upon which such

exemption is based

1Limited business mutual funds and/or variable annuities only
4550

iSpecial Account for the Exclusive Benefit of customers maintained

4560

ii--All customer transactions cleared through another broker-dealer

on fully disclosed basis Name of clearing firms X4570

Clearing Firm SECs Name Product Code

8- RBC Correspondence Services All 4335B
4335A 4335A2

8- ________________________________ _______________ 4335D

8- _______________________________ ______________

8- _______________________________ ______________
4335G

__________________________________ _______________
43351

Exempted by order of the Commission _4580

See accompanying notes and independent accountants report
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